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52 Countries Agree to 
Prepare Iraq Aid Plan 

▼ SEE VOLUNTEERS ON PAGE 15 

Fifty-two countries met at the United 
Nations June 24 and agreed to join the aid 
effort in Iraq, as U.S. assistance increased 
in June—rebuilding bridges, opening 
ports, fixing electricity, setting up local 
governments, and aiding education, health, 
and agriculture. 

“There was general agreement that 
petroleum income will not be sufficient to 
cover Iraq’s reconstruction needs over the 
next few years, making such donor assis­
tance essential,” according to a statement 
by the host of the meeting, the U.N. 
Development Program (UNDP). 

Donor countries, U.N. agencies, the 
World Bank, International Monetary Fund, 
and NGOs attending the meeting decided 
that a donor conference will be held 
around October to address long-term 
reconstruction issues. 

The United States, the European Union, 
Japan, and the United Arab Emirates will 
plan the conference. 

Some donor countries appeared ready to 
contribute to an Iraq Development Fund set 
up by the U.S.-led Coalition Provisional 

Authority (CPA), but others said they might 
set up a separate multilateral donor fund. 

Although some participating nations had 
opposed military action in Iraq, the 
meeting was a benchmark, showing will­
ingness by all sides to work to restore Iraq’s 
economy and society. 

“After a war that divided the U.N.…there 
was a binding of the hearts—an extraordi­
nary meeting of minds,” said Mark 
Malloch Brown, UNDP chairman and host 
of the conference. 

Iraqi representatives from several min­
istries spoke at the meeting—the first time 
they had left Iraq to represent the post-
Saddam government. 

“Thanks to the liberation there is a 
great feeling that we are joining the free 
world,” said Nasreem Sidek Barwari, 
Regional Minister for Reconstruction 
and Development. 

“We will go back with great hopes and 
tell our people” about the international 
support voiced for Iraq, she said. 

Akila Al Hashimi of the Iraq Foreign 
Ministry said, “We felt like we were 

“Feeding the 
hungry, improving 
nutrition, elevating 
living standards, 
narrowing the 
gap between 
the haves and the have-nots: 
these are all goals that the 
world shares. We have come 
to Sacramento out of a moral 
imperative, not to excuse in-
action but to find solutions…” 
ANN M. VENEMAN 
Secretary of Agriculture 

Sacramento, California, June 23, 2003 

▼ SEE BIOTECH ON PAGE 6 
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▼ SEE IRAQ AID PLAN ON PAGE 9 

Craig Buck, USAID 

The first layer of asphalt is laid down on Afghanistan’s Kabul-Kandahar highway. Five separate 
teams of men and machines are working to complete the project by the end of the year. 

Afghan Highway 
Paving Begins 
KABUL, Afghanistan—The black ribbon 
of steaming asphalt stretched toward the 
horizon on July 1, as workers contended 
with 100 degree heat, land mines, and the 
ever present danger of attacks to lay the 
first pavement on the 389 kilometers of 
road between Kabul and Kandahar that the 
United States has committed to complete. 

Five construction firms from the United 
States, Turkey, and India, in joint ventures 
with Afghan firms, have contracts to repair 
and pave segments of road by December 
31. In September 2002, President Bush 
announced that the United States would 
undertake reconstruction of the key 
Kabul–Herat Highway. 

The Kabul–Kandahar segment is about 
one half of the total distance to be recon­
structed. Some 600 Afghans are employed 
on the job. 

They are using heavy equipment that was 
flown in to shorten the time needed to ship 
equipment by sea and overland. Each firm 
is expected to pave just under one kilometer 
of road per day. 

“Security on the road is definitely an 
issue, and dealing with it effectively will 
determine if we can meet the deadline,” 
said Deputy Administrator Fred Schieck, 
who recently visited Afghanistan. 

The U.S. engineering firm with overall 
responsibility for the job, Louis Berger Inc., 

▼ SEE AFGHAN HIGHWAY ON PAGE 5 

Agency to Manage 
U.S. Volunteers 
For Prosperity 
Thousands of American doctors, bankers, 
engineers, and other skilled people are 
expected to be sent overseas under the 
Volunteers for Prosperity initiative, a new 
USAID-managed program that begins in 
July 2003. 

The presidential initiative, announced 
May 21 by President Bush, differs from the 
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Nobel Laureate Says Institutions, Rules Lag
 
 
Saying no theory of developmental eco- “frictionless and static.” It assumes “markets

 
 

nomics is “worth a hoot,” Nobel work perfectly,” and it looks at one moment

 
 

Prize-winning economics professor in time. 

 
 

Douglass North told a USAID group that In real life, however, behavior isn’t always

 
 

three obstacles keep less developed societies rational or predictable. People are constantly

 
 

back. 
 

One difficulty at the heart of development institutions and rules lag and are slow to

 
 

is moving to specialization and a division of adapt. 

 
 

labor, North told a forum sponsored by the 
 
Bureau for Economic Growth, Agriculture “institutional economics,”
 
and Trade. understand how formal and informal rules—

 
 


Specialization is only effective if institu- and enforcement of those rules—influences

 
 

tions exist to connect the specialists. A 
 
student from Bangladesh who becomes a wrestles with people’s perception of reality

 
 

Ph.D. chemist, for instance, may not be able and values.

 
 

work effectively in his home country, but Central to new institutional economics, a

 
 

must move to a society where he is connected field North reinvigorated, is understanding

 
 

to other specialists who can support his work. incentive systems and how people learn. In

 
 


A second obstacle is moving from personal his remarks, he moved between economics,

 
 

to impersonal economic transactions—from political science, and cognitive theory.

 
 

a few individuals who trust each other to One lesson institutional economics offers

 
 

large numbers who trust rules and institu- people working at USAID, North said, is the

 
 

tions to protect their interests. importance of understanding the context of

 
 


The third challenge is that there is no such the countries in which one works—the his-


thing as laissez faire: good governance is tory, politics, and culture—as much as one

 
 

needed to prevent antisocial behavior. Any can.

 
 

market that works well makes people and When talking about the complexity of what

 
 

firms compete and requires sound legal and institutional economics is trying to do, how-


regulatory systems. ever, his advice to one USAID staffer was:

 
 


There is no such thing as reality, North “All you can do is change the formal rules.

 
 

said. We act and create rules based on our You can influence enforcement on the mar-


perceptions and beliefs. People don’t make gins, but you can’t change informal rules.”

 
 

decisions based on a calculated cost-benefit Moving from the general to the specific,

 
 

analysis, as economists like to suggest, but other scholars at the day-long panel applied

 
 

based on their understanding of how the new institutional economics to case studies

 
 
world around them works. 


He said neoclassical economics, which Middle East (see box). ★
 
 
 
works with supply and demand curves, is www.usaid.gov: keyword economic growth series
 
 
 

on economic growth in Mexico and the

 
 

adapting to new conditions. Meanwhile,

 
 

North instead supports what is called

 
 
which tries to

 
 

the economic behavior of individuals. It

 
 

Chuck Patalive for USAID 

Nobel Prize-winning economist Douglass North of Washington University addressed USAID officers at 
the seventh of a series of forums on the role of institutions in promoting economic growth. The goal of 
the forums is to develop practical applications of new institutional economics for use by USAID field 
missions to help design country strategies and activities. 

Volunteers for Prosperity 
 
Timor Kuran told a USAID forum that the Middle 
East fell behind Europe during the industrial age 
because of strict inheritance rules and reliance on 
individual investors and informal partnerships, 
instead of banks and incorporated businesses. 
Kuran is an economist and Islamic studies pro­
fessor at the University of Southern California. 

He said Islamic rules gave two-thirds of an inher­
itance to a long list of relatives. Farmland was 
fragmented, businesses stayed small, and wealth 
could not be accumulated. Enterprises could not 
be handed down to the next generation unless 
they were endowed through the waqf system. 

A waqf, an unincorporated trust, lets family heads 
name heirs to control family assets and protect them from state confiscation. Because trusts benefited 
a charitable cause and were sacred, rulers were reluctant to tax them. In this way, property stayed with 
a family, but large amounts of land and capital were locked up—literally for centuries—for rigidly 
defined uses. In some areas, half of all arable land was controlled by waqfs. 

In the tenth century, the Middle East’s lack of corporate structures, its arbitrary use of taxation, and its 
weak property rights were similar to Europe’s. But while Europe developed, the Middle East’s major 
economic institutions did not begin to change until the 19th century. 

In the West, inheritance systems changed to include arrangements such as primogeniture, which let 
one son inherit all the land and allowed capital to accumulate. Family businesses grew large and 
achieved economies of scale. A monied class developed that provided a counterweight to government 
authority. 

Meanwhile, in the Middle East, there was little protection from the arbitrary taxes of the ruler. 

When economies elsewhere industrialized, the rigid arrangements governing waqfs made it harder for 
Middle Eastern economies to adapt and compete. Misuse of waqf property and the rigidity of the 
system ultimately discredited waqfs and allowed states to confiscate property. 

Today, private institutions—both commercial and charitable—remain weak in the region, while states 
dominate politically and economically. 

▲FROM VOLUNTEERS ON PAGE 1 

Peace Corps. It will not send people fresh 
out of college or grad school, and volunteers 
will not have to commit for two years, said 
USAID’s Kenneth A. Lanza, who was 
detailed from USAID’s Bureau for Europe 
and Eurasia to the White House to direct and 
manage the new program. Lanza will work 
under USA Freedom Corps Director John 
Bridgeland. 

Because volunteers will be skilled special� 
ists, they will be useful even for short and 
flexible periods, said Lanza. For example, a 
surgeon could perform operations and train 
his counterparts during a two- or three-week 
mission. And in just a few days, a banker 
might be able to give important direction to a 
central bank in a developing country. 

The volunteers will be attached to NGOs 
or other development groups. Each group 
has its own rules, but most will pay airfare 
and per diems and provide orientation and 
training. It is unlikely the volunteers will 
receive pay or honoraria. 

The first volunteers are going to Senegal at 
the end of July. They are part of the Digital 
Freedom Initiative, aimed at helping set up 
computer and internet systems for business 
and other purposes. 

The first programs to use Volunteers for 
Prosperity are the six that carry out presiden� 
tial foreign assistance initiatives: Emergency 
Plan for AIDS Relief, Water for the Poor, 
Digital Freedom Initiative, Trade for Africa 
Development and Enterprise, Middle East 

Partnership Initiative, and the Millennium 
Challenge Account. All have significant 
USAID involvement. 

Administrator Natsios sent an executive 
message to all USAID personnel asking all 
offices to include volunteers in initiative 
activities. “Highly skilled volunteers can 
bring new perspectives and insights to our 
work, making us more efficient at relatively 
low cost,” he said. 

Lanza said: “I talked to the American 
Association of Engineering Societies, which 
has 1 million members and many of them 
want to volunteer. They have nuclear, elec� 
trical, civil, and other engineers who can help 
with water for the poor and other projects.” 

The new volunteer system will allow a 
physician in Chicago who wants to volunteer 
for three months helping HIV/AIDS patients 
in Uganda to contact USA Freedom Corps or 
USAID to find a match with an organization 
that is working in Uganda, needs highly 
skilled volunteers, and has funding from an 
initiative such as the Emergency Plan for 
AIDS Relief. 

Some of the organizations working to sup-
port the first six federally supported 
initiatives that can use volunteers overseas 
right now include Catholic Medical Mission 
Board, the Elizabeth Glazer Pediatric AIDS 
Foundation, and the International Executive 
Service Corps. ★ 
www.usaid.gov: keyword volunteers for prosperity 




